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1. Purpose and Aims of the Capital Strategy  
 
The Capital Strategy is a key policy document that determines the Council’s 
approach to capital, and is a requirement of the Prudential Code for Capital 
Finance in Local Government. It sets out the long term context in which capital 
expenditure and investment decisions are made, the risks and rewards of 
such decisions, how they are managed and how they impact on the Council’s 
main priorities.  It also gives a high level overview of how capital expenditure, 
capital financing and treasury management activity contribute towards the 
provision of services. 
 
The Capital Strategy sets out the capital aspirations for the Council and the 
tangible benefits anticipated for the borough and its citizens. It has clear links 
with the Commercial Investment Strategy, the Asset Management Plan and 
other corporate strategies and is a cornerstone of the Council’s capital 
planning process.  
 
The Capital Strategy is concerned with, and sets the framework for, all 
aspects of the Council’s capital expenditure – its planning, prioritisation, 
management and funding. It has at its heart the maintenance of a framework 
which emphasises the proactive management of the capital programme rather 
than simply it’s monitoring. 
 
The Capital Strategy is reviewed on an annual basis to reflect the changing 
needs and priorities of the Council, the borough, citizens of Cheshire West 
and Chester and our relationships with partners. 
 

2. The Key Objectives of the Capital Strategy 
 
The main objectives of the Capital Strategy are: 
 
 To ensure the Council’s capital assets are used to support the delivery of 

the Council’s priority outcomes as set out in the Council Plan; 
 
 To ensure efficient use of limited resources and assets; 
 
 To provide a framework for the management and monitoring of the Capital 

Programme, including the assessment of project outcomes and the 
achievement of value for money; 

 
 To target capital resources effectively to the areas of highest need; and 
 
 To ensure that the capital programme is affordable, financially prudent and 

sustainable 
 

The Capital Strategy itself does not allocate resources. This function will be 
undertaken as part of the decision making process on setting the capital 
programme as part of the annual budget setting process.  
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3. Context 
 
With a population of 340,500 the area covered by the borough of Cheshire 
West and Chester includes the major towns of Ellesmere Port, Neston, 
Winsford, Northwich and Frodsham and the historic city of Chester. The 
Council is the fourth largest unitary authority in the North West, giving it a 
powerful strategic voice in the UK and enabling it to drive forward initiatives to 
support developments in the area.  
   
Cheshire West and Chester is an exceptional place with diverse scenery and 
communities.  It has a mix of industrial towns and market towns, urban and 
rural communities, heavy industry and leading new technology businesses, 
dynamic commerce and a strong agricultural and food economy. All this is set 
in a rich heritage including its world famous city and wonderful rural 
landscape.  
 
The Capital Strategy is aimed at ensuring resources are maximised and 
appropriately deployed to help address the issues and challenges the area 
faces over the coming years. 
 

4. The Council’s Key Priorities 
 
A fundamental part of the strategic planning process is the need to ensure 
that the Capital Strategy is written in such a way that is compatible and 
consistent with the Council’s priorities, the Council’s key planning documents 
and other service plans and strategies. There is a clear hierarchy of plans and 
strategies in the framework addressing the Council’s key priorities and these 
are brought together within the Council’s Plan – “Play Your Part to Thrive”. 
Accordingly, Cheshire West and Chester Council will continue to maintain a 
corporate approach to capital investment and the strategic management of its 
assets.  
 
The capital budgets within the Capital Strategy support the key priorities of the 
Council Plan. Each capital proposal is required to set out at the planning stage 
clearly how the project’s benefits and deliverables contribute to the Council 
Plan. 
 
Within the Council Plan there are six key challenges as follows: 

 Tackling the climate emergency 

 Supporting our local economy to grow and deliver good jobs with fair 
wages for our residents 

 Supporting children and young people to get the best start in life and 
achieve their full potential 

 Enabling more adults to live longer, healthier and happier lives 

 Making all our neighbourhoods even better places to call home 

 Delivering modern and efficient services  
 
The Council recognises the importance of partnerships and works with a 
number of partners and organisations in delivering its own corporate priorities, 
for example the Cheshire and Warrington Local Enterprise Partnership.  It is 
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also committed to consulting with the community, its partners and service 
users on the key issues affecting the quality of life in Cheshire West and 
Chester. 
 
The Capital Strategy will be amended to reflect any updates in the priorities of 
the Council. 

 
5. The Capital Programme 
 
The main focus of the Council’s Capital Programme is to address the 
Council’s key challenges and maintain its asset base. The Council has high 
aspirations and has developed a number of ambitious schemes which will 
contribute to the Council Plan. 
 

A multi year capital programme will be set each year as part of the annual 
budget setting process. The schemes that will be included will represent the 
priorities of the Council following public engagement and will support on going 
service delivery as well as enabling regeneration across the Borough. 
 
The capital programme will incorporate annual allocations which enable rolling 
programmes of investment to support front line delivery.  
 

The capital programme will also include, when appropriate, major 
regeneration schemes. Projects within this category are considered to be 
critical to the commercial, economic and cultural future of the borough and to 
ensure their successful delivery the Council is taking responsibility for driving 
these forward through the use of self financing development accounts. These 
schemes have their own oversight boards with significant external 
professional advice. 
 
Self-financing development accounts will form part of the ongoing capital 
strategy and any proposals will be considered through the capital governance 
process. Through this mechanism all eligible income and expenditure would, 
in the first instance, be reflected against the development account with the 
expectation that future income flows will be sufficient to fully fund all costs. 
Any surpluses will be allocated to this account and retained on the Council’s 
balance sheet. Distribution in future years will be based upon confidence in 
the overall position of the scheme against liabilities. 

 
Initially the schemes will require investment before they offer return and there 
will be a need to finance upfront costs. Whilst all capital costs will be funded 
through the development account, associated revenue costs will require 
temporary funding from the Council. These upfront costs will ultimately be 
reimbursed through the additional income expected to be generated from the 
projects, albeit these cash flows will occur beyond the range of the current 
budget setting process. The individual circumstances of each project would be 
considered.  
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6. Governance 
 
The Council continues to embark on a multi year capital programme. The 
Council recognises that as a result of the reducing level of government 
funding available to local authorities, aspirations, will inevitably outweigh the 
funding available. 
 
A structured governance model is therefore in place to ensure: 
 

 The priorities of the Council are met; 

 Resources are maximised; 

 Optimum phasing of projects is achieved; 

 The programme is fully monitored in year; and 

 Post implementation reviews are conducted to ensure that the original 
aims and objectives are met within the budget available. 

 
Key roles within this governance model are: 

 

 Capital and Investment Board – Provides strategic oversight and 
governance of both the Council’s capital programme and current and 
future commercial investments 
 

 Strategic Assets Board – Ensures that the Council’s assets support 
the delivery of its priorities, that it makes best use of its assets, and that 
they are fit for purpose 
 

 Strategic Commissioning Board – Advises and oversees the 
recommissioning of major service contracts 
 

An Operational Group sits beneath these 3 Boards and is responsible for 
ensuring that the Boards receive appropriate information and 
recommendations to manage their respective areas of responsibility, and 
make informed decisions.  There are representatives of the Operational Group 
on each of the 3 Boards in order to ensure that key messages and synergies 
are captured and communicated to the relevant Board(s). 
 
To support project managers, Members and the above groups, an agreed 
governance process is in place that provides the practical structure for 
projects to be initiated, appraised, approved and monitored. This ensures:  

 Strategic direction for the development of capital projects; 

 Accountability and responsibility for delivery of the capital programme; 

 Milestones are reached; 

 All proposals receive appropriate Officer and Member scrutiny; 

 Effective financial monitoring; and  

 A full evaluation process. 
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7. Identification and Prioritisation of Capital Investment Needs 
 
The Council reviews its capital requirements and determines its Capital 
Programme within the framework of the Medium Term Financial Strategy and 
as part of the annual budget process which usually begins in June/July each 
year. The Strategic Assets Board feeds directly into the development of the 
capital programme by developing strategies for example for the future life of 
Community Assets, Office Accommodation Rationalisation and Commercial 
Property. 
 
Resource constraints mean that the Council continually needs to prioritise 
expenditure in the light of its aims and priorities and consider alternative 
solutions.  
 
Proposals of a capital nature require rigorous appraisal and testing before 
they can be considered, so full appraisal of capital investment will take place 
before a project is considered and implemented. Whole life considerations to 
ensure value for money are applied at all stages of projects where 
appropriate.  The revenue consequences of each capital project must be 
considered alongside the capital funding to ensure that the full cost of 
implementing a scheme is included in the approval process. 
 
It is recognised that one size will not fit all and so different depths of appraisal 
will be carried out which reflect a project’s size. In line with this there is a 
capital governance process to be followed for all schemes, covering both the 
pre-approval and post-implementation stages. A brief outline of the stages in 
the Capital Programme process is given below: 
 

1) Completion of Project Mandate 
For any new proposed projects a project mandate should be completed 
and considered by the relevant Directorate Management Team (DMT). 

 
2) Completion of Business Case 
Once a project mandate has been approved by the appropriate DMT a 
business case is completed for consideration by the Operational Group. 

 
3) Completion of Full Business Case 
Once the Operational Group are satisfied that the project fits the Council’s 
priorities and is affordable and deliverable, a full business case is 
completed for consideration by the Group and for onward submission to 
the Capital and Investment Board. 

 
Should the Capital and Investment Board support the project it will be 
presented for inclusion in the capital programme by Members in line with 
the Financial Procedure Rules. Projects that form part of the following 
year’s capital programme will typically seek full Council approval in 
February as part of the annual budget report. 
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Expenditure on a project can only commence once the full business case 
has received sign off by the Cabinet Member for Legal and Finance and 
the Director of Finance.  

 
4) Project Delivery  
Throughout the delivery of the capital project the project manager must 
submit monthly financial forecasts through the Collaborative Planning 
system and update a performance dashboard. The outputs are considered 
monthly by the Operational Group, and the Capital and Investment Board 
receives updates on an exception basis. Members receive financial 
updates as part of the Quarterly Review of Performance. 

 
5) Post Implementation Review 
Once the project has been completed, the Operational Group and Capital 
and Investment Board will be advised on the outcomes of the project 
through the completion of a Post Implementation Review. This will include 
the end of benefit realisation and any lessons that need to be learnt from 
the process.  

 

8. Funding Capital Investment  
 
The majority of capital expenditure incurred by the Council is funded by grants 
allocated by central government to specific projects or programmes, using 
capital receipts or borrowing. However, in addition to this, there are a range of 
other potential funding sources which may be generated locally either by the 
Council itself or in partnership with others. 
 
The strategy is intended to consider all potential funding options open to the 
Council and to maximise the financial resources available for investment in 
service provision and improvement within the framework of the Medium Term 
Financial Strategy. External funding will always be proactively sourced to 
optimise the use of any council contributions. A full funding reconciliation is 
undertaken at the end of each quarter and reported to members. 

The main sources of capital funding are summarised below: 

Central Government Grants 
Government grants are generally allocated by specific government 
departments to fund projects and therefore are used by the Council to support 
the spending programmes for which they were approved. The Council seeks 
to maximise such allocations of grant, developing appropriate projects and 
programmes which reflect Government-led initiatives and agendas but 
address priority needs in the community. External funding will always be 
actively sourced to optimise the use of any Council contributions.  

 
Capital Receipts  
A capital receipt is an amount of money which is generated from the sale of 
an asset. Rationalisation of assets has benefits such as reducing revenue 
costs relating to these assets and also releases assets for disposal.  
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Capital receipts generated by the sale of Council assets form an important 
financing source for the capital programme in each financial year and will 
underpin the future spending of the organisation.  

 
Usable capital receipts from the disposal of assets are allocated initially 100% 
to the Council’s capital receipts reserve for allocation in line with corporate 
priorities as part of the development of the multi-year capital programme. The 
Director of Commercial Management maintains an up to date capital receipts 
schedule which is used to influence the affordability of the capital programme 
during the annual budget setting process or when the business needs of the 
Council determine.  
 
In 2015 councils were given the flexibility to utilise future capital receipts to 
fund the upfront revenue costs of transformation projects. The Council 
considers the use of this flexibility on an annual basis as part of its budget 
setting process and includes a Flexible Use of Capital Receipts Strategy as 
part of the Budget Report. 
 
Revenue 
Capital expenditure may be funded directly from revenue from specific 
revenue funds previously set aside, such as repairs and renewal funds, or 
from specific revenue budget provision. However, the general pressures on 
the Council’s revenue budget and Council Tax levels limit the extent to which 
this may be exercised as a source of capital funding. The Council is keen to 
invest in areas that result in long-term revenue savings. 

 
Other Contributions 
The Council also receives contributions from developers towards the provision 
of public assets or facilities via Section 106 contributions and Community 
Infrastructure Levy (CIL). These contributions are usually earmarked for 
specific purposes in planning agreements and often related to infrastructure 
projects.  

 
Borrowing 
Where expenditure is funded from borrowing the borrowing can be either 
external (ie raising new loans from the Public Works Loans Board (PWLB), 
another council, a bank, etc) or internal. Internal borrowing involves 
temporarily using the Council’s existing reserves and balances to fund capital 
expenditure payments until such time as they are needed for the purpose they 
are earmarked. 

 
The Council’s capital investment falls within, and needs to comply with, the 
‘Prudential Code for Capital Finance in Local Authorities’.  Under the Code 
local authorities have greater discretion over the funding of capital expenditure 
especially with the freedom to determine, within the regulatory framework of 
the Code, the level of borrowing they wish to undertake to deliver their capital 
plans and programmes. The Council will make prudent use of this discretion 
to fund capital investment in cases where there is a clear financial benefit.  
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In addition to the requirements of the Prudential Code the Council seeks to 
ensure it manages the level of its capital financing costs effectively, 
particularly given an increasingly constrained revenue budget. In order to 
ensure the Council can finance a Capital Programme sufficient to meet its 
ambitious agenda and deliver the commitments within it, it has established a 
Capital Financing Costs Strategy. The Strategy sets out the basis for deciding 
on level of acceptable capital financing costs, the basis of the calculation, and 
the management of the capital financing budget. The Capital Financing Costs 
Strategy is included at Annex i. 
 
Prudential Indicators 
There is a requirement under the Local Government Act 2003 for councils to 
have regard to CIPFA’s Prudential Code for Capital Finance in Local 
Authorities (the “CIPFA Prudential Code”) when setting and reviewing their 
Prudential Indicators.  
 
The Council uses a range of Prudential Indicators to manage and control the 
impact of capital investment decisions. The two main areas covered by the 
indicators are capital investment and treasury management. Prudential 
Indicators are reviewed and set annually for the forthcoming financial year as 
part of the Treasury Management Strategy which is approved by Council in 
February each year. 
  
Procedures are in place to monitor indicators in order to take action where 
there are significant deviations from expectations and regular monitoring 
is undertaken during the course of the year. 
 
The financial standing of the Council has been externally assessed and 
received positive feedback from both its external auditors and its Treasury 
Management advisers. 
 
The current indicators relating to capital expenditure & external debt are 
included as Annex ii. 
 
 

9. Invest to Save Policy  
 
Background 
The level of council resources available for capital investment in each year is 
based on the level of borrowing that the Council can undertake on a 
prudential basis and the level of capital receipts that can be generated over 
the period. 
 
Qualifying Invest to Save schemes can be accommodated within the capital 
programme through the utilisation of short term borrowing as the savings they 
will generate mean they are self-financing and therefore do not place an 
additional cost pressure on the Council’s revenue budget in terms of their 
capital financing costs. 
 
Invest to Save  
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The purpose of this Invest to Save policy is to enable the provision of up front 
capital resources for initiatives which will reduce the Council’s future net 
budgeted expenditure through either reducing costs, avoiding future 
incremental costs, increasing income and / or increasing efficiencies to deliver 
cashable savings.  
 
Any such savings agreed as part of an Invest to Save project will be reflected 
in the Council’s budget and will be applied as policy options to the appropriate 
revenue budget(s). Departments are therefore required to identify the relevant 
revenue budget(s) as part of the outline business case. 
 
Invest to save projects can involve, for example, the introduction of new 
technology or the purchase of new more cost-effective buildings, vehicles or 
equipment. 
 
Where Invest to Save projects have cross departmental implications, 
collaboration between all relevant services must occur and be evidenced 
before the business case is submitted.  
 
Governance Arrangements 
As with all capital projects Invest to Save schemes need to progress through 
the agreed capital governance process as set out in this Capital Strategy. 
There must be robust business cases to support every scheme and these 
must be signed off by officers and Members at the agreed intervals as set out 
in the Capital Strategy and Financial Procedure Rules. Once approved, the 
progress of Invest to Save schemes will be scrutinised through the monthly 
reporting process alongside the rest of the capital programme. 
 
Invest to Save business cases must have an additional emphasis on the 
deliverability of the revenue savings identified and ensure a positive (or at 
least neutral) impact on the ability of the Council to meet its corporate 
objectives and priorities. 
 
Parameters and Criteria 
The principle behind Invest to Save projects is that future revenue savings will 
cover the initial capital outlay plus interest and contribute towards future 
savings targets. The payback period is key when assessing the amount of risk 
inherent in an Invest to Save scheme. The longer the payback period the 
greater the risk of the scheme being unable to generate savings. Invest to 
Save projects are expected to repay the principal and interest over a 
maximum of 5 years. In exceptional circumstances, at the approval of the 
Director of Finance in consultation with the Cabinet Member for Finance and 
Legal and if it considered prudent to do so, schemes that pay back over a 
period longer than 5 years may be permitted. As a general rule the payback 
period must not exceed the life of the asset. 
 
Certain Invest to Save projects have the potential to release Council assets 
for sale, for example when amalgamating two operational buildings into one. 
In these cases it may be appropriate to include the future capital receipt within 
the payback calculation and therefore the total capital cost would represent 
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the upfront capital expenditure, less the anticipated capital receipt. This is 
subject to the agreement of the Director of Finance and the Director of 
Commercial Management in line with the Council’s overall property 
management strategy.  
 
Further Information 
The same guidance will apply to potential Invest to Save schemes benefitting 
the Housing Revenue Account, schools and Council companies, however 
schemes must demonstrate that there will be no detrimental impact on the 
general fund. 
 

10. Asset Management 
 
The Council owns and manages a wide variety of properties which it needs to 
continuously monitor to ensure they meet changing service delivery needs. 
This is important because property is expensive to procure and hold, and 
relatively inflexible to change. 
 
This Corporate Asset Management Plan sets out the core priorities and 
actions for the Council’s property holdings. The working principle is that all 
Council property is treated as a corporate resource which is then made 
available to services.  

 
The Council is responding to budget pressures by seeking smarter service 
procurement and increased collaboration across the public sector, and by 
streamlining and merging business and service operations where there are 
common goals and synergies.  
 
The management of the Council’s property assets can play a significant part 
in reducing costs and rethinking how services are delivered. In particular 
through: 

 Better public services through improved property and co-location of 
service providers 

 Improved productivity and business culture for service providers  

 Efficient, fit for purpose properties with minimal running costs  

 Release of assets and capital for alternative use 

 Exploring alternative service delivery methods by independent 
providers such as the voluntary and community sector and social and 
private enterprises.  

 
Strategic asset management for land and buildings must deliver optimal use 
of property by:  

 Accommodating both corporate and service needs.  

 Providing accessible services and using assets to drive service 
integration. 

 Considering both financial and non-financial matters  

 Being concerned with whole life costs and benefits  
 
Key areas of the asset management plan approach are as follows: 
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Corporate Accommodation  
The Council holds several corporate office buildings.  Office rationalisation is 
essential to drive operating efficiencies, and aligning requirements with a 
reducing workforce and a more flexible way of working. 
 
The Council’s Workplace Strategy is to provide modern fit for purpose offices, 
drive cultural change, and reduce operational costs. A reduction in space, 
reduced running costs, and improved operating environments are key 
outcomes, with a space utilisation target of 1.8 FTE per workstation.  
 
 
Operational Assets  
These are assets held, occupied, and used by Council in the direct delivery of 
front line services. The requirements for operational property are drawn from 
the Corporate Plan and service reviews. Service reviews are continuous as 
business needs change in response to customer expectations and 
requirements. 
 

Property is a fundamental requirement for most services and must be utilised 
to balance functionality, accessibility, condition, and cost. The property 
needed to deliver services has to change to reflect service needs including 
changing customer demands, changing delivery mechanisms, integrated 
working with other services and partners.   
 
Commercial Estate (non-operational property)  
The Council holds a range of commercial assets which are used to generate 
financial returns, which in turn fund Council services. These comprise over 
650 industrial, retail and office units, generating an annual net income of 
around £7.5m.  
 
The portfolio is managed to: 

 Support regeneration and employment growth opportunities  

 Provide revenue income to support corporate service provision  

 Offer flexible terms to encourage business start-up and growth 

 Identify poorer performing properties for disposal  

 Identify investment that will improve the performance of the portfolio 

 Ensuring that equal opportunity policies are followed in the letting and 
management of property  

 
In order to ensure the commercial property portfolio remains fit for purpose 
and continues to generate appropriate returns, it is necessary to continually 
monitor the make-up and performance of these assets. As a result some 
commercial properties may need to be disposed of, with the capital receipts 
being reinvested in alternatives. The ability to ‘trade’ assets in this way, as 
appropriate, is fundamental to good asset management.  
 
The effective recycling of assets within the commercial portfolio requires a 
degree of fluidity that is not readily achievable within the standard capital 
governance process and a separate Property Reinvestment Programme 
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(PRP) mechanism is in place. This allows for the disposal of assets from the 
commercial estate with proceeds reinvested back in to the commercial estate.  
 
The summary of the parameters, criteria and governance arrangements for 
the PRP are incorporated in the Council’s Investment Strategy, which is 
included as Appendix O to this report. 
 
Housing 
The HRA New Build Programme is a new development programme of 
affordable homes to meet local needs, funded by a mix of capital receipts and 
increased borrowing through the Housing Revenue Account. Completion of 
these new affordable homes will also facilitate the development of additional 
market sale units. In addition the Council is embarking an innovative new build 
programme to create a mixture of private and social housing across a number 
of its sites.  
 
Economic Growth and Regeneration 
The Council’s Economic Growth Strategy sets out how the Council will deliver 
growth in the borough and includes clear targets to bring new jobs, housing, 
and private sector investment. One key aspect of the growth strategy is 
ensuring that Council is able to support growth through the use of its land 
holdings and property assets. 
 
The Council holds a number of economic development sites that are available 
for businesses to acquire and create their own premises – these sites are 
available in most industrial areas across Chester, Ellesmere Port, Winsford 
and Northwich.  
 
The Council also directly brings forward new investment, or works in 
partnership with the private sector to drive investment. Examples include the 
Council acting as developer for Barons Quay in Northwich, the purchase of 
Winsford Cross Shopping centre, master-planning of the regeneration of 
Weaver Square Northwich, and the progression of the Chester Northgate 
redevelopment scheme.  
 
The Council supports a pro-growth asset strategy – utilising its assets 
wherever possible to facilitate investment and business growth, including 
bringing forward brownfield sites where infrastructure may be needed to 
facilitate development.  
 
Disposals and acquisitions   
Assets that are no longer required for service delivery - and which have no 
other strategic value to the Council - are put up for sale.  The Council sets an 
annual target for the generation of capital receipts from such sales, which 
helps to support the capital programme.    

 
11. Capital Programme Monitoring and Reporting to Members 
 
The Capital Programme is kept under continual review during the year. Each 
scheme is allocated to a project officer whose responsibility is to ensure that 
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the project is delivered on time, within budget and achieves the desired 
outcomes.  
 
The Operational Group will receive monthly updates with the Capital and 
Investment Board receiving quarterly updates in advance of onward reporting 
to Cabinet. 
 
The Cabinet receives summary reports, as part of the quarterly review of 
financial performance, which focus on the main issues affecting each area 
and approves or recommends to Council changes to the Programme to reflect 
movements in resources and variations from planned spending on schemes.  
 
Annually, the Cabinet and Cheshire West Overview and Scrutiny Committee 
receive information on the Capital Programme’s outcomes and achievements 
for the year and the final outturn position for the Programme. A summary of 
findings from Post Implementation Reviews carried out in the year is included 
in this report enabling lessons to be learnt from completed projects and 
informing future decisions on capital investments. 
 

12. Conclusion 
 
The Council will continue to work with partners and this Capital Strategy will 
be used to ensure that resources are maximised on an affordable, sustainable 
and prudent basis and their use focussed on the Council’s key aims and 
priorities. 
 

 
Key Contacts 
 
Cabinet Member: Councillor Carol Gahan, Cabinet Member for Finance and 

Legal 
 
Officers:  Debbie Hall, Director of Finance 
   Debbie.hall@cheshirewestandchester.gov.uk 
 
   Claire Jones, Senior Manager – Financial Management 
   Claire.jones@cheshirewestandchester.gov.uk 
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